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ABSTRACT

The objective of this thesis is to identify and develop an efficient and effective
metric that can be used by contracting organizations to better manage their internal
operating procedures. This is achieved by reviewing naval organizations procurement
processes, contract management, and governing doctrine used to manage program
performance from cradle to grave. | also analyze how industry uses metrics to track
performance and provide examples of dashboard metrics models for naval entities to
implement within contracting departments. Through this analysis, 1 recommend a
universal metric system that can be beneficial to contracting entities for measuring
effectiveness and efficiency within their departments. Due to the broad scope of the topic,

in terms of military branches, this thesis focuses primarily on Navy organizations.
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l. INTRODUCTION

How can we efficiently measure the performance of the constituents we contract
goods and services to if we do not have effective metrics in place to manage our own
internal performance? Managers of public funds should have a mountain of mechanisms
readily available to assist in fostering an adaptable culture within the nucleus of the
organization, but is this the case? This type of dynamic environment is not resistant to
change and shows the ability to self-manage and to make internal processes better for
production, but are we taking the hard look and being realistic? When your own processes
are clearer and improved, you are better equipped to manage performance and compliance
of external entities that are awarded contracts. This thesis takes a look at what metrics are
currently being used to measure naval contracting departments’ internal performance and

gauges how effective or ineffective those metrics are in this complex environment.

The federal government spends billions of dollars on contracting goods, services,
and for research and development (R&D) each year. Figure 1 depicts how much of the
2017 budget the government spent on contracts, to include a breakdown by federal
agencies. As noted, the $507 billion obligated on contracts was equal to approximately
13% of total FY 2017 budget, with the Department of Defense (DOD) spending more
money ($320 billion) than all other federal agencies combined (Schwartz, Sargent, &
Mann, 2018). Figure 2 represents how DOD allocated funding for contracting purposes
over an 18-year span, majority of the spending went toward purchasing products, services,
and R&D. With that kind of money in rotation, we rely on contracting entities to be good
stewards of taxpayers’ dollars. The taxpayers expect employees who handle public funds
to make sound judgements and maintain ethical practices. How does a contracting shop
measure its processes to ensure it is meeting the needs of its customers’ effectively and
efficiently? Contracting entities have a duty to ensure their operations are tightly run;
knowing where to trim and not to trim the fat off certain processes can help keep a steady

robust workflow.
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Figure 1. Contract Obligations by Agency. Source:
Schwartz et al. (2018).
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Figure 2. DOD Contract Obligations Dedicated to R&D, FY1999-
FY2017. Source: Schwartz et al. (2018).

After examining web-based resources, reading literature, and researching
contracting data on how measuring internal performance in a contracting shop is
conducted, there seems to be a common theme that emerges, that in fact there is little to no

literature on the subject. However, there are a vast majority of metrics to help organizations
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manage compliance in contracting. In order to get better insight on the subject we must
understand the difference between compliance and performance audits. Compliance audits
are aimed to ensure that certain actions have been executed in accordance to governing
regulations and organizational conditions. Performance audits focus solely on the
effectiveness of the processes within an entity. Figure 3 demonstrates sample metrics used
to measure compliance from Industry, the survey polled “189 senior-level executives,
working in ethics, compliance, audit, risk management and corporate governance functions

across 22 different major industries” (Rollauer, 2013).

CHART 1: What metrics do you use to measure compliance program effectiveness?

Analysis of internal audit findings 74%

Completion of annual and new hire compliance training 68%
Volume of calls to hatline
Dispasition of internal investigations
Feedback from employee ethics surveys
Comparisons to competitors or similar organizations
Independent evaluations by outside counsel and/or consultants
Size of requlatory fines or penalties
Other

0 20 40 60 a0 100

Figure 3. Compliance Metrics. Source: Rollauer (2013).

A RESEARCH OBJECTIVE

The purpose of my study was to recommend an universal metric system that can
assist in bridging the gap in the lack of available resources for contracting organizations.
If we do not have a metric system, we are basically conducting business blindly. I
conducted a comprehensive review into navy organizations and private civilian sectors to
understand what metrics were being used to measure internal operating procedures success.
With my data pool | can determine if there is a need for an universal metrics system or
determine that metrics are already in place that are adequate to measure core controls. My
research goal is to help aid contracting shops in an efficient and effective way to govern



their internal operations to ensure end-users requirements are being met expeditiously as
possible.

B. RESEARCH QUESTIONS

With my research | attempt to answer the following questions as they relate to the

metrics used to measure performance in an operation as determined by the Navy:
Primary:

e What internal metrics can be used to efficiently and effectively

measure contract performance operations within a Naval organization?

Secondary:

e What metrics are being used to measure internal contracting operations

performance?

e How is the navy and private industry collecting and utilizing metrics

for internal performance controls?

e What are the differences in compliance management versus

performance management?

e How can we us the six phases of contract management to create a

framework of metrics to govern internal processes?

C. RESEARCH APPROACH

The approach used in this research consists of exploring the differences between
performance and compliance metrics in relation to managing internal contracting
operations. Then the focus will be on performance metrics; research and understand how
navy and industry organizations are evaluating their perspective shops. Through the
information gathered I will recommend a metric tool that can be used to assist commands
in their internal contracting practices. This study uses information received through
acquisition public databases, Fleet Logistics Center (FLC) Norfolk, Fleet Logistics Center



San Diego public websites and on-line web literature on private sectors metrics. This

research was restricted by the sample pool and capacity of the entities mentioned above.

D. ORGANIZATION OF RESEARCH

The rest of this research is organized as follows: Chapter Il provides the research
background, including the contracting process, discussions on how contracting operations
are conducted, and key stakeholders in contract management. Chapter Il provides the
framework and research approach utilized in this study. This includes related studies,
reports, papers and publications that pertain to contracting entities efforts in managing their
organizations. Chapter IV delve into the presentation of data and research methodology,
which | examine and analyze the research findings. Finally, Chapter V summarizes the
study, offers recommendations for policy makers based on the assessment, and outlines
needed future research.

E. SUMMARY

In this chapter, I discussed the background on where contracting acquisition dollars
are spent in the DOD, the purpose of the report, my research questions, the research
approach, and organization of the report. The information provided depicts how important
contracting is to the DOD and how heavy we rely on those outside products and services.
Therefore, making the way we govern ourselves more important if the goal is to break the
generational curse of fraud, waste, and abuse. My research questions will serve as the
outline for this report. The next chapter will discuss the contracting process, contract types,

factors in selecting contract types, and contract management stakeholders.
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Il. BACKGROUND

In Chapter I, the discussion starts with the contracting process, the various contract
types, what factors influence the decision of selecting an appropriate contract type and the

roles of key contracting management stakeholders.

A CONTRACTING PROCESS HIGHLIGHTS

The contracting process is a very complex organism that is interdependent on
several individuals operating as a unit to accomplish a common goal. Arguably one of the
most important facets of the contracting process is contract management. Contract
management is the process of providing oversight to contracts by a contracting manager to
ensure laws and regulations are met through contract conception, implementation, and
closeout. It is a specialized profession with broad responsibilities that include managing
contract features such as deliverables, deadlines, and contract terms and conditions.
Contract management integrates the processes used to manage contracts throughout the
contract life cycle while ensuring end users gratification. “Contract management affects
many areas within an organization and can significantly influence its budget, operations,
customer service, and public image” (Wilkinson, 2017, p. 2). The contract management
process can be defined by three main phases shown in Figure 4: pre-award, award, post-

award.

PROCUREMENT SYSTEMS AND PROCEDURES

et D GEEED

Pre-Award
Activities

Figure 4. Contract Phases. Source: Pandita (2014).
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1. Pre-award Phase: First phase of contract management. During this
phase a buyer identifies requirements, performs applicable market
research, conducts risk assessments and devises a contract approach

regularly through a request for proposal (RFP) process.

2. Award Phase: Second phase of contract management. During this
phase the buyer can have multiple offers or in the case of a sole source
situation, have only one offer. The timeframe for this phase is
contingent upon how many offers, how complex the requirement, and
the type of contract. Also, during this phase buyers evaluate proposals
against the criteria in the RFP to determine fair and reasonable and

then award a contract.

3. Post-award Phase: Third and final phase of contract management. This
is a vital phase in the contract management process. Contracts can
linger in this phase for days or years depending on the complexity and
technical aspects. It is important to continually monitor risk and
performance during this period. A quality assurance team must ensure
that contractual terms and conditions are met, there is good
communication between all parties involved, and the contract

performance align with the expected guidelines.

Contract management can be broken down even further from the overarching three
phases of the life cycle discussed previously. There are six key stages that guide the
acquisition planning process from cradle to grave. During these stages various acquisition
team members work together to deliver a quality product to the end-user. Additionally, the
stages can be used as a metric to measure internal performance within an organization.
Figure 5 shows the six stages of procurement which are procurement planning, solicitation

planning, solicitation, source selection, contract administration, and contract closeout.



PROCUREMENT SOLICITATION
PLANNING PLANNING

SOLICITATION

CONTRACT CONTRACT SOURCE
CLOSEOUT ADMINISTRATION SELECTION

Sourcs: Adapted from Coniract Managemeant Organizationsl Assessment Tools. Garrett and Rendon, NCMA,
2005

Figure 5. Six Stages of Procurement. Source: Garrett and
Rendon (2005).

1. Procurement Planning: Involves the process of identifying the
organizations needs and looking externally to identify what entity can
best provide that good or service. During this stage, details on the type
of project or service needed is discussed, industry models are
analyzed, risk analysis data is produced, preliminary budgets are

created and finance sources are reviewed (Wilkinson, 2017).

2. Solicitation Planning: Documentation is gathered in order to justify the
need of the product or service. During this stage, purchasing
techniques are determined, evaluation criteria is established, and

discussions to narrow down a contract type (Wilkinson, 2017).

3. Solicitation: The receipt of proposals and bids from interested external
parties on how to satisfy the requirements of the contract. During this
stage, broadcasting of the procurement opportunity to gain competitive
competition is key, if warranted conduct a pre-proposal conference,

and keep documentation of interested parties (Wilkinson, 2017).



4. Source Selection: Proposals are collected from interested bidders in
order to begin the process of determining who can provide the product
or service best according to the criteria. Actions performed in this
phase include cost negotiations, performance standards, guidance on
specific timelines, and milestone expectations (Wilkinson, 2017).

5. Contract Administration: Confirming that both parties are adhering to
contractual requirements and keep the press on communication flow.
Main activities include directing a group of specialists to monitor the

contractors cost, schedule, and performance (Wilkinson, 2017)

6. Contract Closeout: Verification of completed contracts by ensuring
that all administrative affairs are handled and closed out properly.
Main activities include receipt of final goods or services, documenting
performance standards, conduct post contract audit, and maintaining
lessons learned (Wilkinson, 2017).

The next section will discuss an important factor that can drive how the phases

above are conducted, contract types are a key aspect in the contracting process.

B. CONTRACT TYPES

Contract type is a phrase used to distinguish the variations in contract form,
including payment arrangements and amount of risk (either to the government or to the
contractor). They are unique in the fact that they govern the relationship between the
customer and the supplier. The government and commercial organizations use a variety of
contract types. Government contracts are generally separated into two main types, fixed-
price and cost-reimbursement. There are other types of contracts that the government can
utilize such as: indefinite-delivery, time-and-materials, incentive, labor hour, and letter
contracts. The Federal Acquisition Regulation (FAR) Part 16 houses all the governance
associated with the various contract types. Below | will discuss some of the most

commonly used contract types utilized by the government.
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e Firm-Fixed Price (FFP) Contract: This is arguably the most preferred
contract that is used by the government. It is preferred because it
establishes a concrete price that both parties agreed upon regardless of
the cost incurred during manufacturing the good or providing the
service. The responsibility is transferred to the contractor to maximize
performance risk and keep the cost down, by doing so this will
increase the profit that the contractor receives when the contract has
been fulfilled. This contract type is used when the specifications are
detailed, contractors are proficient at providing the goods or services

and market conditions are steady.
e Fixed-Price Economic Price Adjustment (FPEPA) Contract:

Provides for upward and downward revision of the stated contract
price upon the occurrence of specified contingencies. Economic
price adjustments are of three general types:

1. Adjustments based on established prices. These price adjustments are
on increases or decreases from an agreed-upon level in published or
otherwise established prices of specific items or the contract end items.

2. Adjustments based on actual costs of labor or material. These price
adjustments are based on increases or decreases in specified costs of
labor or material that the contractor actually experiences during contract
performance.

3. Adjustments based on cost indexes of labor or material. These price
adjustments are based on increases or decreases in labor or material cost
standards or indexes that are specifically identified in the contract.
(Fixed Price Contracts, 2019)

This contract type is used when there is uncertainty within the market
conditions or suspicion that labor conditions will be stretched beyond

the specified performance timeframe.

e Fixed-Price Incentive Firm Target (FPIF) Contract: This is arguably
one of the most difficult contract types to agree upon and implement.

“It specifies a target cost, a target profit, a price ceiling (but not a

11



profit ceiling or floor), and a profit adjustment formula.” (Fixed Price
Incentive Firm Target, 2019). This is a formula-based contract that is
calculated once the supplier fulfills the terms of the contract. For
example, anything charged below the ideal cost, the supplier will
receive greater profits. than the profit target. If the example mentioned
previously was reversed, the supplier would receive less money than
the ideal target. If the cost surpasses the price ceiling then the supplier
must cover the overage. This contract type is used with uncertain

conditions dealing with labor or materials.
Fixed-Price Award Fee (FPAF) Contract:

The work to be performed is such that it is neither feasible nor
effective to devise predetermined objective incentive targets
applicable to cost, schedule, and technical performance; the
likelihood of meeting acquisition objectives will be enhanced by
using a contract that effectively motivates the contractor toward
exceptional performance and provides the government with the
flexibility to evaluate both actual performance and the
conditions under which it was achieved. (Incentive Contracts,
2019)

Award Fee amounts are calculated by comparing the supplier’ total
cost, schedule, and technical performance against the award fee plan

that houses the criteria for the award.

Fixed-Priced Prospective Price Redetermination (FP3R) Contract:
Provides a firm-fixed price for a specific timeframe on contract
deliveries or performance. Further price calculations can be negotiated

during different stages of the ongoing contract.

Acquisitions of quantity production or services for which it is
possible to negotiate a fair and reasonable firm fixed price for an
initial period, but not for subsequent periods of contract
performance. The contract may provide for a ceiling price based
on evaluation of the uncertainties involved in performance and
their possible cost impact. This ceiling price should provide for
assumption of a reasonable proportion of the risk by the

12



contractor and, once established, may be adjusted only by
operation of contract clauses providing for equitable adjustment

or other revision of the contract price under stated
circumstances. (Fixed Price Contracts with Prospective Price
Redetermination, 2019)

Cost-Plus-Incentive-Fee (CPIF) Contract: This is a cost reimbursable
contract that is utilized when the government presents very vague
details on the requirements and there is uncertainty on the contractor’s
side in terms of labor hours, material costs and complexity. This
contract is used when both sides can reach an agreement on a target
cost and fee adjustment formula. Ideally you want to entice a supplier
with a fair formula in order to provide an incentive to manage
themselves effectively in terms of cost. The use of this contract puts
the risk in the hands of the government because there are so many

unknown factors.

Cost-Plus-Award-Fee (CPAF) Contract: This contract uses the award
fee plan to evaluate contractors performance periodically. Based on the
periodic performance results, contractors have the ability to earn all or
a percentage of the award fee and base fee pool. This type of contract
is used when you cannot reasonably forecast incentive targets for the
main components such as cost, schedule, and technically

performances.
Cost-Plus-Fixed-Fee (CPFF) Contract:

A cost plus fix fee contract is a cost-reimbursement contract that
provides for payment to the contractor of a negotiated fee that is
fixed at the inception of the contract. The fixed fee does not vary
with actual cost but may be adjusted as a result of changes in the
work to be performed under the contract. This contract type
permits contracting for efforts that might otherwise present too
great a risk to contractors, but it provides the contractor only a
minimum incentive to control cost. (Cost Plus Fixed Fee
Contracts, 2019)

13



e This contract type is used mainly when cost projections are unknown
and if the expectation is for the contractors to conduct research and

development for the government requirements.

e Indefinite Delivery/Indefinite Quantity (ID1Q) Contract: This is used
when you have an indefinite quantity of supplies or service that is
needed during a certain period of time at different intervals. There are
low and high limits that must be negotiated in the beginning stages of
the contract. These types of contracts can be pre-staged and are very
helpful for events such as force majeure, where time is of the essence

and support is needed quickly and expeditiously.

e Time and Materials (T&M) Contracts: This contract type provides
goods and services under the conditions that direct labor hours are
based off a static hourly rate to include cost of material, operating
expenses, and salaries. Typically, this is only used when no other
contract is appropriate for the requirement, if that is the case, it must
also be stated in the terms and conditions that if the specified ceiling
amount is surpassed, the contractor is responsible for the overage.
Also, because there are no incentives for keeping costs low, there must
be government supervision to keep the contractors honest in terms of

cost management and labor efficiency.

In essence, understanding the different types of contracts is beneficial to all parties
involved. The knowledge can help be fiscally responsible and good stewards of public
funds on the government side and maximize profit for the contractors business, by ensuring
that the correct contract type goes with the right situation. The next section covers the

factors that are considered before selecting contract types.
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C. FACTORS IN SELECTING CONTRACT TYPE

There are several factors to consider when trying to negotiate the best contract type

that fit the end users requirements but that is also in keeping with the rules and regulations

of the government. The Contracting Officer has the responsibility to make such decisions

and should at all cost take considerable precautions and evaluate on a basis with fair and

good intentions. Selecting the right contract type is a key factor in kicking off the

contracting life cycle. The FAR includes the following factors to consider:

Price Competition: Price competition drives costs and can provide a
better cost realism analysis when conducting research. The
government favors fixed-priced contracts because you know a definite

amount for the contract.

Price Analysis: Conducting price analysis on market conditions is an
important factor in determining a contract type. This research helps in
making sure the government interests are at the forefront and making

sure public securities are spent wisely.

Cost Analysis: “In the absence of effective price competition and if price
analysis is not sufficient, the cost estimates of the offeror and
government provide the bases for negotiating contract pricing

arrangements.” (Factors In Selecting Contract Types, 2019)

Type and Complexity of the Requirement: The more complicated the
requirement the more risk the government consumes, which means
more dollars are increasing the bottom line of the contractors. Usually
these types of contracts are for new technologies or services that are in

the infant stages of development.

Combining Contract Types: This happens when one contract type isn’t
as cost efficient as it could be it two or more contracts were utilized for

one requirement.
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e Urgency of the Requirement: Time constraints of a contract can
influence the decision maker to pick a contract type that can be done
on an accelerated timeline. The downside is the level of risk that the

government assumes in awarding this type for contracting.

e Acquisition History: As contractors become more proficient at
providing a good or service, the risk assessment level is low. Also,
good acquisition history is a positive and can count towards a

company getting selected for a contract.

D. CONTRACT MANAGEMENT STAKEHOLDERS

Although a contract is a binding agreement between two interested entities, there
are several different stakeholders that come together on the buyer and seller side of the
contracts. Working together in an integrated environment with open lines of
communication is an important ingredient to a successful recipe or in this case contract.

Government contract stakeholders are called upon to participate in

developing the acquisition plan, drafting solicitations, writing sole-source

justifications, writing scopes of work, serving on advance contract planning

and source selection committees, recommending award of contracts,

evaluating contract performance, and assisting in contract management.

(Wilkinson, 2017, p. 4)

Stakeholders hold a great responsibility and no one person can attack the
contracting process alone. It involves technical acumen and particular proficiencies from
each team member to deliver quality products and services. This section will discuss

Figure 6, the acquisition team, in detail.
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Figure 6. Acquisition Team. Source: Wise (2014).

1. Contracting Officer (KO)

The KO is the only person appointed and authorized to bind, administer, alter, and
cease contracts. They are designated by a warrant with thresholds and can only purchase
up to the dollar amount authorized. Contracting officers must ensure compliance with
regulations, applicable statutes, executive orders and pertinent guidelines on all contracts
that are under their purview. Another sole authority of the contracting officers is to appoint
CORs. According to the DOD COR handbook, “depending on the nature of the effort and
agency procedures, a contract may require different types of contracting officers”
(Director, Defense Procurement and Acquisiton Policy, 2012, p. 26):

Procuring Contracting Officer (PCO), who handles all planning and

contract actions up to and including award of a contract.... Administrative

Contracting Officer (ACQO), who assumes responsibility for administering

the day-to-day contractual activities after award has been made; and ...

Termination Contracting Officer (TCO), who assumes responsibility for

negotiating any termination settlements with the contractor. (Director,
Defense Procurement and Acquisiton Policy, 2012, p. 26)
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2. Program Manager (PM)

A PM is a designated expert chosen in their field to take the lead on respective
acquisition programs. “The role of the PM is to direct the development, production, and
initial deployment (as a minimum) of a new defense system” (Brown, 2010, p. 14). They
must consider acquisition expenses, schedules, and performance measures that fall within
written directives. Also, they coordinate “the work of defense industry contractors,
consultants, in-house engineers, logisticians, contracting officers, and others, whether
assigned directly to the program office or supporting it through some form of integrated
product team or matrix support arrangement” (Brown, 2010, p. 15). The PM’s ultimate
goal is to ensure that end users requirements are met on time and as efficiently and

effectively as possible.

3. Contracting Officer Representative

The COR is a person designated in writing by the KO to perform key contracting
duties or specialized function contracts. The designated individual must be approved by
their management and government leadership as well. “The COR, who will have technical
expertise related to the requirement, shall monitor the technical or performance aspects of
the contract and perform other duties specified by the appointment/designation letter”
(Director, Defense Procurement and Acquisiton Policy, 2012, p. 27). The duties of the
COR are vast and important to which the KO depends on their knowledge base during all
aspects of the contracting cycle. Open flow of communication between these two positions

are essential to contract management.

4. Quality Assurance Representative (QAR)

“The QAR ensures the contractor is in compliance with contractual requirements,
evaluates and documents contractor performance, follow up with the contractor on
documented deficiencies, and provides input for the performance evaluation board through
the ACO” (Brown, 2010, p. 27). The QAR operates in close proximity with the COR to
keep information flow transparent and up the chain of command. They are an important
asset in the post-award phase that provide checks and balances on both the buyers and

sellers sides of a contract.
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5. Budget/Finance Officer

The budget/finance officer ensures that the appropriate funding is in place to
support the requirement. They must also make sure the right amount of money is available
before work can began on a contract. The budget/finance officer must adhere to a host of
rules and regulations and ensure depending on the type of contract that monies are

dispensed accordingly to those guidelines.

6. Legal

The legal representative is responsible for giving legal guidance to the acquisition
unit and prepares and checks legal files for adequacy. This is an important facet of the
contracting process in case there are protest or any disagreements on terms and conditions
of the contract.

1. Customer

The customer is the stakeholder that has the specific requirement whether it be for
supplies or services; this is the point where the acquisition planning begins. The customer
defines the requirement in as much detail as possible, make sure funding is in place or
identify the color of money, ensure clear and concise communication, and foster positive
relationships amongst other stakeholders. There should always be robust information flow
between the customer, KO, COR and contractors.

A contracting cycle is only as successful as the stakeholders that comprises the
procurement team. Stakeholders should foster and nurture those working relationships
because at the end of the day everyone is shooting for a quality product. Regardless of your
title or what position you hold the culture and environment should always be perceived as
everyone has an integral part of the contracting process and held accountable to the
standard. As described in the DOD COR handbook, “the key framework for a successful
acquisition team is as follows: Partnership, Informed Decisions, Sound Planning, and

Efficient Execution” (Director, Defense Procurement and Acquisiton Policy, 2012, p. 28).
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E. SUMMARY

In this chapter, | discussed some key aspects that are apart of contracting entities
repertoire to include: the contracting process, various types of contracts, factors to consider
in selecting a contract type, and the duties of important stakeholders in contract
management. The upcoming chapter will introduce the framework and research approach

used to conduct the analysis for this thesis.
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1. FRAMEWORK AND RESEARCH APPROACH

The purpose of this research is to analyze the tools that are available and currently
being used to measure contracting departments internal operating metrics. There is so much
emphasis put on how to measure performance of contractors, | wanted to take a look at
what is in place to efficiently and effectively measure interorganizational processes.
Afterall, the internal dynamics of the organization have the most proximate influence over
the organizations work processes and outputs (Cohen & Eimicke, 2008). This chapter
addresses how | collected the data to answer my primary and secondary questions outlined
in Chapter 1. Although | was unable to get pertinent information from the naval entities, |
am suggesting naval activities model private industry performance metrics systems, I
included some examples of sample dashboards from three companies. | used the
information gathered to formulate an opinion of what | think an effective and efficient

system would entail.

A DATA SAMPLE

My subject topic is very broad and the magnitude of the scope can be extensive. |
have narrowed my research down to focus only on Navy contracting entities located at FLC
San Diego and FLC Norfolk. I created a bank of questions that | thought were applicable
in gaining knowledge on my research topic. | also used my pool of inquiries to help guide

me to a hypothesis.

1. Navy Focus Groups

FLC San Diego provides logistics, business and support services to fleet,
shore and industrial commands of the Navy, Coast Guard and Military
Sealift Command and other joint and allied forces...NAVSUP FLC San
Diego delivers combat capability through logistics by teaming with regional
partners and customers to provide supply chain management, procurement,
contracting and transportation services, technical and customer support,
defense fuel products and worldwide movement of personal property.
(Naval Supply Systems Command, n.d.-b, para. 1)

FLC Norfolk’s mission is to provide global support to the Navy, Marines, and joint

forces and allies with effective and timely logistics to maintain combat readiness posture.
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These capabilities include full-spectrum logistics support to the Fleet;
contracting support for both ashore and operational forces; support to
regional commanders and Navy installations as the Regional Program
Director for ashore logistics, and integrated support to industrial customers,
NAVSEA and NAVFAC, for their logistics requirements. (Naval Supply
Systems Command, n.d.-a, para. 1)

2.

Baseline Questions to Research Approach

1. What is the chain of command structure of FLC’s contracting

department?

2. What internal metrics are currently used to manage performance?

Web-based database: an electronic form of collected
information accessed by the internet that can be used to

manage people, metrics and processes.

Checklists: an aid used to assist with guidance and provide

consistency while performing a task.

Publications: a source of useful material that provides

information on a particular subject.

Assessments: an evaluation of how effective and efficient an

organization, process, or person measure up to the standard.

3. What type of audits does the FLC’s contracting department go
through?

Audit occurrences: How often does an audit occur? (ex.

monthly, semi-annually, annually)

Who conducts the audit? What entity is responsible for
ensuring the organization complies? (ex. TYCOM, Afloat

Training Group)

4. How does individual performance get tracked?
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e Webtool dashboard: an internet-based tool used to depict

performance status of an employee

e Critical markers to measure performance: a published metric
that communicates the standard to the employee. (ex.

Numerical values, percentage values)

e Incentives for reaching performance metrics: a reward system
in place to show appreciation to employees. (ex. Time off,

monetary compensation, letter of appreciation)
5. How does the workload get distributed?

e By threshold amounts: Does workload distribution depend on

the amount a contract is worth?

e By types of acquisitions

o] Acquisition of commercial items
o] Simplified acquisition procedures
o] Contract by negotiations

o] Special contracting methods

6. Are there any hardships associated with tracking internal performance

metrics?
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B. PRIVATE INDUSTRY PERFORMANCE METRICS MODELS
1. Kazoo HR

Kazoo HR is a business that helps companies manage employee recognition,
performance execution, and employee satisfaction. They provide web-based dashboards
customized to a company’s key performance indicators in order to provide all levels of
management the overview necessary to keep a positive and productive culture within the
workplace. They provide service to such companies as Kia, Hitachi, Allianz, Kronos, and
Goodwill. Figures 7 and 8 are examples of Kazoo HR dashboards that could be beneficial

to a contracting entity.
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Figure 7. Kazoo HR Dashboard. Source: Kazoo HR (n.d.).
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2. Blue Margin: The Dashboard Effect

Blue Margin provides companies with web-based tools within their industry to
competitively compete against other companies by creating a culture of transparency
within the organization. They provide “reliable reporting to optimize your strategy,
processes, and people without creating another system to manage, risking poor ROI,
wasting time and money, or being beholden to another software vendor” (Blue Margin,
n.d). Blue Margin provide services to private industry companies such as: The Grammy’s
organization, NALCO, Safe built, and Fitbit. Figures 9 and 10 are examples of Blue

Margin’s dashboards.
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3. Data Pine

Data Pine provides business dashboard services for companies looking to
consolidate and visualize metrics from their key performance indicators. Business
dashboards can come in any form and can be grouped by function, industry, or platform.
Data Pine provides services to The University of Texas at Austin, Fog Creek Software,
OSRAM, and Kreditech. Figure 11 is an example of Data Pine’s business dashboard:
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Figure 11. Data Pine Dashboard. Source: Data Pine (n.d.-a).
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C. DATA ANALYSIS

I used my set of foundation questions to lay the framework for researching the
current practices for measuring internal capabilities at the FLC level. By analyzing a
snapshot of existing infrastructure, | am able to identify any gaps or weaknesses that may
exist or suggest areas of improvement. | will use private industry tools to drive home the
point that government entities could benefit from adopting private industries use of web-

based dashboards to manage internal controls.

D. SUMMARY

In Chapter 111, I identified the methodology of how the data was collected, the focus
groups in which my research is based upon, presented my foundation questions and
provided examples of private industry’s performance dashboards. In Chapter 1V, I will

present my data, present a detailed analysis of my discoveries and make recommendations.
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IV. ANALYSIS

In this chapter, I will discuss the research gathered to address the baseline questions
used in my thesis, explain my suggested two-dimensional web-based software, and provide
examples of industry dashboard metrics that the navy could implement. The goal of this
research was to collect data on internal metrics currently being used and evaluate whether
the current practices in place were sufficient. However, |1 was only able to gain limited
research information on the FLC’s practices, so | will present that information and the rest
of my thesis will be under the assumption that a better web-based program that tracks

internal performance is necessary.

A BASELINE QUESTIONS

The starting point for my research consisted of six baseline questions:

e What is the chain of command structure of FLC’s contracting

department?
e What internal metrics are currently used to manage performance?

e What type of audits does the FLC’s contracting department go
through?

e How does individual performance get tracked?
e How does the workload get distributed?

e Are there any hardships associated with tracking internal performance

metrics?

The emphasis on the baseline questions was to get a snapshot of the current
structure and policies used at the FLC’s level. The analysis and knowledge gained from
the baseline questions would then help me form a hypothesis of what further action can be

implemented to make the processes better for a contracting organization.
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B. RESEARCH FINDINGS FROM BASELINE QUESTIONS

The chain of command structure for contracting at the FLC’s might vary depending
on which location but in general you have at the Echelon Il command at Naval Supply
Systems Command Headquarters: Chief of the Supply Corp (Rear Admiral), who is also
the Head of Contracting Activities; Assistant Commander for Contracting (Senior
Executive Service); and the Deputy Assistant Commander for Contracting (Captain). Each
major command has their own Head Contracting Activity who delegates procurement
authority to subordinate organizations. The contracting chain of command: Code 200
Director (Commander); Code 200A Deputy Director (General Schedule-15); Code 210
Acquisition and Business Support Divisions Director (General Schedule-14). From there
you have several military and civilian contracting specialists of all ranks and general
schedule pay scales, respectively working within each code.

Internal metrics are needed to manage the wealth of throughput that contracting
entities handle on a daily basis. The system that both FLC’s primarily used to measure
internal metrics is Procurement Administrative Lead Time (PALT). PALT is a web-based
tool that is used to measure the time it takes from pre-request for proposal to post-request
for proposal. Although it provides suitable information, just like with any other
technological advances it comes with its issues and challenges. Other metrics used to
measure performance of employees is through monitoring if they are in compliance with
the Defense Acquisition Workforce Improvement Act certifications and continuous
learning, observing how well they do in large contract milestones, data integrity, bridge
actions, work in progress, closeouts, husbanding, and data input into the web-enabled

system CPARS (Contractor Performance Assessment Reports).

In order to make sure any entity follows the rules and regulations that govern their
practices, audits of some sorts are important to preserve the integrity of the organization.
FLCs go through the Procurement Performance Management Assessment Program
inspections which are conducted every three years. Naval Supply Systems Command
Headquarters conducts the audits and rate the field contracting activities from
unsatisfactory to highly satisfactory. Some of the assessed areas are: mission and

organization, management of the contracting function, self-assessment/quality assurance,
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contract planning, solicitation, source selection and post award functions, simplified
acquisition procedures and special interest items. Also, another audit that is required to do
internally is the Managers’ Internal Control Program. This program is designed to have
leadership evaluate independent reoccurring processes within their organization that are
critical to the mission. Once the functional areas are known, leadership conducts a review
to identify any deficiencies and material weaknesses, if deficiencies or weaknesses are

identified an corrective action plan must follow.

Individual performance of non-uniformed government employees is tracked
through the Defense Performance Management and Appraisal Program. This web-enabled
unified system streamlines performance administration throughout the government. It has
a standardize rating cycle set from 1 April though 31 March. It is mandated that each
employer must have at least three performance elements with measurable aspects, of course
more elements are authorized. Supervisors will rate employers based off the measurable
criteria stated and assign a rating pattern that consist of three levels: Outstanding is a five,
Fully Successful is a three, and Unacceptable is a one. Communication flow is a two-way
manner, equally important for both the supervisor and the employee, which means the
appraisal deadlines should not be the first time an employee is counseled on their work

performance.

There is no standard way that workload is distributed amongst the contracting
entities at FLC. Workload distribution is at the discretion of senior leadership, which in
most cases is delegated down to a responsible party. In my experience with the FLCs,
contract specialist was assigned a certain number of commands and would only work those
requirements that came from their respective commands. For example, my contract
specialist had my ship (USS TRUXTUN DDG-103) and about five other ships on the
waterfront in Norfolk. My whole department head tour I only had one contract specialist,
which was a civilian. I’m assuming there are other ways the workload is distributed to
personnel maybe by contract type, threshold amounts, training credentials or the type of

acquisition procurement method.

As with any program there are going to be hardships and obstacles to overcome. To

overcome the hardships, you have to be able to know the requirements in which you are
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measuring, develop a metric system and be able to self-assess to point out material
weaknesses. In regard to the PALT system, an issue that arises is when the clock starts.
FLCs use various PALT codes to track numerous requirements based off dollar value and
complexity and sometimes the clock starts prior to receiving a fully ready procurement
package. In other words, the timer begins before contract specialist can begin to work on
preparing the solicitation and everything from that moment forward gets pushed to the right
but the clock never resets. Another hardship is finding the correct metrics to gage success,
depending on how an organization defines success will always influence what metrics
makes sense. To add to the complexity of measuring internal performance is the constant
need for an organization to improve their internal practices, which makes identifying

metrics an ongoing fluid process.

C. RESEARCH MODEL FROM PRIVATE INDUSTRY

1. Model Purpose

I propose that the Navy use private industries web-based dashboard examples to
create a universal system that can track contracting offices internal processes such as
procurement lead times, mission requirements, and the performance of personnel. This type
of technology would give contracting officials a way to manage internal performance
efficiently and effectively by having the capability to analyze people and processes with a
click of a button. This will also provide the metrics to see where improvements can be
made to better provide service to the customers. The universal system, which for the
purpose of this thesis, 1 will call Performance Next Generation (PNEX GEN) should be a
user-friendly two-dimensional interface. The first dimension tracks the three integrated
pillars of success (Yoder, 2012) and the second dimension tracks the seven stages of

procurement planning.

2. First Dimension: Three Integrated Pillars of Success

The three integrated pillars of success model acts as an organizational structure in
which PNEX GEN’s first dimension module can implement in theory. This part of the

module will be organized by personnel, platform, protocol. Figure 12 depicts the Three
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Integrated Pillars of Success. The breakdown of the pillars as framed by C. Yoder (2012)

is as follows:

Personnel is the first pillar; [it] is the critical link between personnel, rank,
position, credential and capability; combination of right people with right
skill set in the right organization position; includes not only the K.O., but
all personnel and stakeholders in the system; requires personnel description
inventory and assessment against workload; examines quality and quantity
mix and appropriateness for MEO mission; [and] works in harmony with
platforms and protocols (cannot do one without the others). (Yoder, 2012,
p. 15).

Platforms is the second pillar; hardware and tangible software systems that
provide for analysis, decision-making, production, management and
communication, examines quality and quantity mix and appropriateness for
MEO mission; [and] works in harmony with personnel and protocols
(cannot do one without the others). (Yoder, 2012, p. 16).

Protocols represents the third pillar; includes the rules, decision making
framework, policies, and business models necessary to achieve the desired
end-state (ideal customer support/constraints); protocols describe what
should be done and generally how to achieve outcomes; best approach is
defining and mapping protocol paths (SAP, FAR 12, FAR 15, monetary
threshold, complexities); examines quality and quantity mix and
appropriateness for MEO mission; [and] works in harmony with personnel
and platforms (cannot do one without the others). (Yoder, 2012, p. 17)
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Figure 12. Three Integrated Pillars of Success. Source: Yoder (2012).

3. PNEX GEN Interface

Once you select the option for first dimension, you will see the icon in Figure 12
above, management will have the option to click on either pillar. When the personnel pillar
is chosen, a screen will pop up similar to Figure 13. Higher management has access to all
hubs within their domains and middle to lower management can view personnel in their
perspective departments. On the personnel webpage management can view a picture of the
employees, access general employment information (ex. hire date, rank or GS position,
birthday, recall information), access timesheet information, and employee position
description. Having general information at the managers fingertips can allow for easy

tracking of personnel and record management.
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Also, under the personnel tier you can track the employees work performance.
Management will be able to keep real time data on employee performance. PNEX GEN
can be set up to view daily, weekly, monthly, and yearly performance. This is vital
information for management to use for positive/negative counsel, to determine
performance leaders, manage workload capacity, and to fine tune internal processes. PNEX
GEN can offer the capability to track how long an employee has been working on a
particular project, since it is real time data, there is no manipulating the system. If an
employee locates a problem and it requires rework, there is an option to document the
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whole process, that way we are getting a realistic timeline of the length of a contract. The
system will also track how long requirements are sitting in a queue before actual work has
been started by an employee. Figure 14 depicts a sample industry dashboard that correlates

with employment performance tracking.
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Figure 14. Data Pine Employee Performance Tracking Dashboard.
Source: Data Pine (n.d.-b).

The Platform pillar option is the central hub for supporting contracting systems.
The idea for this part of PNEX GEN is to consolidate as many supporting systems as
possible, essentially creating a repository that have the capability to interface with each

other. The platform pillar could house supporting systems such as:
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1. Standard Procurement System is the standardized automated
procurement system for use by the DOD procurement
community. It is the next generation of procurement
application software, that will link acquisition reform and
common DOD procurement business processes with
commercial best practices and advances in electronic
commerce. (Assistant Secretary of the Navy for Research,
Development & Acquistion, n.d. para. 1)

2. Earned Value Management System provides the government
a measure of confidence that the contractors data is
verifiable and can be relied upon when making program and
contract decisions by maintaining effective management
control systems and integrated technical, schedule, and cost
planning processes. (Defense Contract Management Agency
[(DCMA], 2019, p. 13)

3. Material Management and Accounting System maintains
effective planning, controlling, and accounting for the
acquisition, use, issuance, and disposition of material.
DCMA, 2019, p. 15)

4. Property Management System a compliant management
system protects the government’s interests and assets by
maintaining procedures, records, and methodologies
necessary for effective and efficient management and
control of government’s property. (DCMA, 2019, p. 17)

The goal is to cut out on administrative time by having to access these systems
separately and cut out duplication efforts, which can increase efficiency and productivity

within contracting departments.

The protocols pillar is where management and employees will go to find the rules,
regulations and policies (ex. FAR) that govern the contracting process. It is also where
personnel can find checklist and assessment regulations. Having procedural guidance in a
central location easily accessible can help an organization maintain good order and
discipline and potentially aid contracting offices to do well on audits or inspections. Figure

15 shows an example of an industry dashboard that contracting offices can imitate.
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Figure 15. RiskAnalytics Support Vendor Policy Dashboard. Source:
RiskAnalystics Support (2016).

PNEX GEN can also be set up to track employees by what procurement method
they used to administer a contract and if they were responsible for supplies or services.
Managers would click on the policies option, then access the FAR option which will bring
up the FAR sections. Once management click on a FAR section, there is an option to access
the personnel associated with the particular FAR section. The most common FAR part

procurement methods are as follows:

e FAR part 12 Acquisition of Commercial Items: provides guidance and

policy on how to procure commercial items from private industry.

e FAR part 13 Simplified Acquisition Procedure: provides guidance and
policy on the procurement of goods, services, commercial items and

construction. The amount must stay below the micro-threshold.
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e FAR part 14 Sealed Bidding: provides guidance and policy on the
procurement of goods and services through closed bids, price in this
procurement is the driving factor for award as long as proposals are
responsible in nature. There are no discussions with bidders with this

procurement.

e FAR part 15 Contracting by Negotiation: provides guidance and policy

on competitive and sole source procurement.

e FAR part 17 Special Contracting Methods: provides guidance and
policy on contracts that don’t fall into the traditional procurement

methods.

4. Second Dimension: Seven Stages of Procurement Planning

The second dimension of PNEX GEN allows you to track and monitor your
department by the six stages of procurement planning, which were previously defined in
Chapter 1l. The ability to access individual stages in the process can provide an overview
on the overall health of contracts and provide answers to questions that management need
for reporting purposes. When a stage is queried you can see the individuals that are
currently working on a contract in that particular stage, you can view exactly where
employees are in the process, you can see how long an employee has been in that stage,
and the date at which the next critical milestone should be entered. Also, PNEX GEN will
let management input their own key performance indicators or they have the option to use
the standard timelines that are in accordance to regulations. This system is not just a tool
for management personnel, employees have access to the same information that can be
used to manage their performance and workload. The most important aspects the second
dimension brings is the ability to access the metrics on internal processes, the ability to
pinpoint bottlenecks, and the access to real time snap shots into contract specialist
performance. Managers can use this information to provide corrective actions such as
implementing training and team building exercises for employees. It can also be used
promote positive rewards to employees that are hitting critical markers on time and go

above and beyond the call of duty.
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However, to fully get the true picture of a contracting process from cradle to grave,
I propose adding another stage into the process. Before stage one procurement planning, |
propose implementing stage zero requirements generation if applicable. This stage will
start at first breath of a purchasing need. General information can be annotated on who is
the requesting entity, preliminary research on funding sources, checking records for
purchasing history, and early market research. Implementing this stage in the process can
help make the contracting process smoother as it goes through the process and it can
essentially create chaos early which is a good method to use in the contracting arena. This
is an extra step for the contracting specialist but it can pay big dividends in the end in terms

of work efficiency and effectiveness for the individual and contracting entity as a whole.

D. SUMMARY

In Chapter IV, | presented the research answers to my baseline questions, suggested
a web-based software called PNEX GEN, and provided examples of industry dashboard
metric models that contracting entities could use for managing their internal composition.
In my final chapter, | will provide a recommendation for senior leadership to adopt industry
standards in capturing performance metrics and developing an universal procurement

metric system for contracting organizations.
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V. CONCLUSION, RECOMMENDATION, AND FUTURE
RESEARCH

A CONCLUSION

The Federal Government has increased spending in essence of billions of dollars
on contracting goods and services to privatized companies outside the domain of the
government. These were once capacities that the government use to own within its own
bureaucracy but relinquished to meet the vast growing changes and needs of public
interests. Now that the government is reliant on privatized contracting to meet demands of
the taxpayers, it has become the burden of the government to manage the contracts
administered to ensure we are being good stewards of taxpayers’ dollars. In order to
effectively and efficiently manage private entities that retain these contracts we must first
retain the capacity and knowledge of how to perform the work in-house and then we can
be effective administrators of contractor management outside our organization. This will
also increase the integrity of the contractors performance because they know there are

protocols in place to ensure compliance.

Contracting departments are at the forefront of the rising epidemic of contracts
being administered to private industry at an alarming rate. It seems as though higher
authority is only concerned with contractor compliance and performance by evidence of
all the literature, doctrine, reports and instructions on the subject. What is lacking is the
same effort put into measuring contractor compliance is not being poured into measuring
contracting internal processes. There is not an emphasis on taking a hard look at the
processes in-house to ensure that what is currently being implemented is the most effective
and efficient way. The contracting process is a complex system that involves constant
communication flow, several governing platforms, mixed skill sets from key stakeholders,
and external working relationships with contractors. In order to ensure that their internal
processes are conducive to support key objectives of the DOD, which are mission readiness
and public interest, contracting departments need the tools and metric systems to govern
their internal practices accordingly. There should be an universal web-based application

for contracting entities to access that houses as many of those complex parts as possible,
41



essentially a “one stop shop” for contracting personnel. Within this system there needs to
be performance metrics in place and easily readable that all contracting hierarchical
authority up and down the chain of command can get a snapshot of the health and wealth

of a program or contract at any time.

This research paper initially set out to find the foundation of where contracting
offices stood on internal metrics and the systems used to manage the performance of their
perspective departments. The intent was to identify, if any, capability gaps in the process
and expound on how to make the process better or keep current practices with minor
adjustments. Unfortunately, that research approach was inconclusive. My thesis then
turned into my personal opinion on how I think contracting officials could better manage

internal processes with the understanding this system does not exist present day.

B. RECOMMENDATION

In this study, | reviewed organizations procurement processes, contract
management, and governing doctrine used to manage program performance from cradle to
grave. | realized there were a vast majority of metrics to help organizations manage
compliance in contracting. However, when it comes to managing internal performance
controls there seems to be a gap in the amount of available resources. A universal metric
system could help bridge the gap and provide contracting organizations with another source
to govern their internal operations efficiently and effectively to ensure end-users
requirements are being met expeditiously as possible. Based off this research, | recommend
the Navy look into procuring services from industry that can tailor a universal web-based
system for contracting departments. | also recommend using the various examples of
industry dashboards that measure internal metrics to ensure internal practices are meeting
the standard.

C. FUTURE RESEARCH

My thesis has the potential for follow-on future research. Since | was unable to get
the information needed to establish a true representation of where contracting departments
fair in measuring their internal practices, there is still room for establishing that baseline.

There is also an opportunity to touch on areas that will make a universal system better than
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what was mentioned in my research. Another aspect is cost, there can be follow-on research
to capture the cost associated with procuring a system of this magnitude from industry.
There are some heavy cost drivers in developing a system of this scope to include, the
consolidation of stand-alone contracting platforms into one that interface with one another,
the compacity of cloud space needed to hold the information, and services required to keep

the web-based program in service.
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